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Memo
To: Chairwoman Lea Marquez Peterson; Commissioners Sandra D. Kennedy, Justin

Olson, Anna Tovar, and Jim O’Connor; All Parties of Record

From: Gordon L. Fox, Special Assistant to the Commission; Sarah N. Harpring, Assistant
Chief Administrative Law Judge

Date: October 29, 2021

Re: Docket No. E-01345A-19-0236, Revenue Requirement Change Resulting from
Amendments Approved at Open Meetings of October 4-6 and 26-27, 2021

The following amendments passed, in the following order, at the Open Meeting of October 4-6,

2021:

Amendment

Maérquez Peterson #3

Mairquez Peterson Alternative #4

Olson #1
Olson #6
O’Connor #1
O’Connor #4
Kennedy #13
Tovar #2

Kennedy #10 with Tovar friendly amendment
increasing bill credit to $50/month as per
Tovar #2
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The following additional amendments passed, in the following order, at the Open Meeting of

October 26 and 27, 2021:

Amendment

O’Connor & Tovar # 1 (Proposed
Compromise with Footnote)

Revised Kennedy #15

Mirquez Peterson #5

Tovar #3

Kennedy #11

Kennedy #14 (with verbal)

Kennedy #12

Tovar #4 (with verbal)

Kennedy #9

Revised Mérquez Peterson #1 (with verbal)

Hearing #1

Hearing #2

These combined amendments would produce the following rate base and revenue requirement

results, as compared to the APS Amended Application and the corrected Recommended Opinion

and Order (“ROO”):

All $ amounts are in thousands APS Amended ROO Commission-
Application Adopted

Amendments
OCRB $8.896,268 $8,325.497 $8.607,103
RCND $15,734,140 $15,163,369 $15,444,975
FVRB $12,315,204 $11,744,433 $12,026,039
FVI $3.418.936 $3,418,936 $3,418,936
TY Operating Revenues $3.437,440 $3,437,440 $3,437,440
TY Operating Income $648,909 $664,843 $663,423
Current Rate of Return on 7.29% 7.99% 7.711%
OCRB




Required Operating Income on $652,096 $571,962 $569,790
OCRB

Required Rate of Return on 7.33% 6.87% 6.62%
OCRB

Operating Income Deficiency $3,187 ($92,881) (893,633)
on OCRB

Gross Revenue Conversion 1.3346 1.3346 1.3346
Factor

Increase in Base Revenue $4,253 ($123,959) ($124,962)
Requirement Based on OCRB

Required Rate of Return with 5.51% 4.95% 4.77%
FVI

FVI Revenue $35,973" $12,5282 $5,141
Requested/Required $40,226 ($111,431) ($119,821)
Increase/Decrease in Base

Revenue Requirement

Required Base Rate Revenue $3,477,666 $3,326,009 $3,317,619
Based on FVRB

Customer bills are impacted by adjustor mechanism surcredits and surcharges in addition to base
rates. In this proceeding, the Commission has adopted a net $115 million in transfers of billings
from adjustor mechanisms to base rates, comprised of $119 million in TEAM surcredits and $4
million in combined EIS and REAC surcharges. Taking into consideration the $115 million
impact from transfers in billings between adjustor surcharges and base rates, the net decrease in

annual billings to customers is $4.821 million, calculated as follows (all $ amounts are in

thousands):
Required Decrease in Base Revenue ($119,821)
Requirement
TEAM Adjustor Transfer Impact to Annual +$119,000
Customer Billings

! APS’s FVIrevenue was described by APS as “After Tax Return on Fair Value Increment,” although APS’s requested
revenue increase of $40.226 million is comprised of $4.253 million based on OCRB plus $35.973 million of FVI
revenue, which must be comprised of operating income and income taxes, for which our estimated calculation is
$27.351 million in operating income and $8.622 million in income taxes. (See LFE APS-87 at sched. A-1.)

2 The FVI revenue is comprised of $9.387 million in operating income and $3.141 million in income taxes. Original
cost operating income of $571.962 million + FVI operating income of $9.387 million = total operating income of
$581.349 million.
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EIS and REAC Adjustor Transfer Impact to ($4,000)
Annual Customer Billings

Net Decrease in Annual Customer Billings ($4,821)
After Adjustor Transfers

The $115 million net adjustors transfer amount does not include the additional $4.83 million that
will be billed to customers through the REAC surcharge when it is next adjusted ($3.33 million
to the Nation + $1 million to the Tribe + $0.5 million to the Navajo County Communities),
resulting from the adoption of O’Connor & Tovar #1. The $3.33 million will be included in the
REAC surcharge annually for three consecutive years, while the additional $1.5 million will be
included only in the first year. In addition, APS is authorized to spend up to $1.25 million
toward home and business electrification projects within the Nation and another $1.25 million
toward home and electrification projects within the Hopi reservation and, to the extent those
funds are spent, would be entitled to recover those funds from its customers through the REAC.

Those impacts are reflected below (all $ amounts are in thousands):

Effective Year 1 Year 2 Year 3
Date of REAC REAC REAC
This 0 CCT CCT
Decision | Collection | Collection | Collection
Net Decrease in Annual ($4.821) ($4,821) ($4.821) ($4,821)
Customer Billings After
Adjustor Transfers
Mandated CCT Funds To Be +$4.833 +$3,333 +$3,333
Collected
Net Decrease/Increase in $12 ($1,488) ($1,488)
Annual Customer Billings
Discretionary CCT Funds To +$2,500
Be Collected If Spent
Net Decrease/Increase in $2,512
Annual Customer Billings




On this 29th day of October, 2021, the foregoing document was filed with Docket Control as a
Hearing Division Memorandum, and copies of the foregoing were mailed on behalf of the Hearing
Division to the following who have not consented to email service. On this date or as soon as
possible thereafter, the Commission’s eDocket program will automatically email a link to the
foregoing to the following who have consented to email service.

Melissa M. Krueger

Thomas L. Mumaw

Theresa Dwyer

PINNACLE WEST CAPITAL
CORPORATION

400 North 5th Street, MS 8695
Phoenix, AZ 85004

Attorney for Arizona Public Service
Company
Melissa.Krueger@pinnaclewest.com
Thomas.Mumaw g pinnaclewest.com
Theresa. Dwyer@pinnaclewest.com
Andrew.Schroeder/@aps.com
Leland.Snook@aps.com
Rodnev.Ross/@aps.com

ratecase@aps.com
Consented to Service by Email

Richard Gayer
526 W. Wilshire Drive
Phoenix, AZ 85003

reayericox.net
Consented to Service by Email

Patrick J. Black

Lauren A. Ferrigni

FENNEMORE CRAIG, P.C.

2394 E. Camelback Road, Suite 600
Phoenix, AZ 85016
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Competition

pblack@felaw.com
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Consented to Service by Email

Kurt J. Boehm

Jody Kyler Cohn

BOEHM, KURTZ & LOWRY
36 E. Seventh Street, Suite 1510
Cincinnati, OH 45202
Attorneys for The Kroger Co.
kboehm@BKIL lawfirm.com
jkylercohn/@BKLlawfirm.com

Consented to Service by Email

Adam L. Stafford

P.O. Box 30497

Phoenix, AZ 85046

Attorney for Western Resource Advocates
Adam.Stafford@westernresources.ore
Steve.Michel@westernresources.ore
Stacvi@westernresources.org

Autumn.Johnson @westernresources.ory
Consented to Service by Email

Daniel W. Pozefsky

RUCO

1110 W. Washington Street, Suite 220
Phoenix, AZ 85007

dpozefsky@azruco.cov
procedural@azruco.gov
Iwoodall@azruco.gov
rdelafuente@azruco.gov
Consented to Service by Email

Greg Patterson

MUNGER CHADWICK

5511 S. Jolly Roger Road

Tempe, AZ 85283

Attorney for Arizona Competitive Power
Alliance

greg(@azcpa.org

Consented to Service by Email




Timothy M. Hogan

Jennifer B. Anderson

ARIZONA CENTER FOR LAW IN THE
PUBLIC INTEREST

352 E. Camelback Rd., Suite 200

Phoenix, AZ 85012

Attorneys for Southwest Energy Efficiency
Project, Wildfire, Solar Energy Industries
Association, Arizona Solar Energy Industries
Association, Arizona School Boards
Association, Arizona Association of School
Business Officials, Sierra Club, San Juan
Citizens Alliance, T6 Nizhoni Ani; and Diné
CARE

thoean@aclpi.org

janderson(@aclpi.org
ezuckerman/@swenergy.org
cpotter@swenergy.org

sbatten/@aclpi.org

czwicki@wildfireaz.org
briana@votesolar.org
louisa.eberle@sierraclub.org
rose.monahanf@sierraclub.org
sandy.bahr@sierraclub.org
miriam.raffel-smith@sierraclub.org
mark{@sanjuancitizens.org
mike@sanjuancitizens.org
carol.davis@dine-care.org
adella.begavei@dine-care.org
lori.goodman(@dine-care.ore
robyn.jackson/@dine-care.org

nhorseherder@email.com
Consented to Service by Email

Bob Miller

Ralph Johnson

Property Owners and Residents
Association of Sun City West
13815 W. Camino del Sol

Sun City West, AZ 85375
bob.miller{@ porascw.org
rdjscwi@gmail.com

Consented to Service by Email
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Phoenix, AZ 85012
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Marta Darby

EARTHJUSTICE

633 17" Street, Suite 1600
Denver, CO 80202

and

David Bender

EARTHJUSTICE

1001 G Street, NW, Suite 1000
Washington, D.C. 20001
Attorneys for Vote Solar
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Court Rich

Eric Hill

ROSE LAW GROUP PC

7144 E. Stetson Drive, Suite 300

Scottsdale, AZ 85251

Attorneys for Solar Energy Industries
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Association; Tesla, Inc.; and EVgo Services
LLC

CRich{@RoseLawGroup.com
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hslaughteri@roselaweroup.com
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Nicholas J. Enoch

LUBIN & ENOCH, P.C.

349 N. Fourth Avenue

Phoenix, AZ 85003
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International Brotherhood of Electrical
Workers, AFL-CIO
nick@lubinandenoch.com
bruce@lubinandenoch.com
clara‘@lubinandenoch.com
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Jason Y. Moyes

MOYES SELLERS & HENDRICKS LTD.
1850 N. Central Avenue, Suite 1100
Phoenix, AZ 85004

Attorney for Aguila Irrigation District,
Buckeye Water Conservation and Drainage
District, Electrical District Number Six of
Pinal County. Electrical District Number
Seven of Maricopa County, Electrical
District Number Eight of Maricopa County,
Harquahala Valley Power District, Maricopa
County Municipal Water Conservation
District Number One, McMullen Valley
Water Conservation & Drainage District, and
Tonopah Irrigation District
jasonmovyesialaw-msh.com
Jiwlakrsaline.com

jim@harcuvar.com
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